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OVERSIGHT REPORT 


OVERSIGHT REPORT FOR THE 2008/2009 FINANCIAL YEAR, 

as discussed by the Oversight Committee at meetings held on 17 and 26 March 2010, 1 April 

2010 and the final meeting held on 19 April 2010; 

¢« Council, having fully considered the Annual Report of Breede Valley Municipality for 
2008 / 2009 and representation thereon, adopts the Oversight Report presented by the 
Oversight Committee for inclusion in the Annual Report ; 

¢ Council, noting that there was no comment from or input by the public after the required 
response period had elapsed and further noting the comments and recommendations 
made by the Oversight Committee, finally approves the Annual Report of Breede Valley 
Municipality for 2008 / 2009 without reservation; 

« Council adopts the Annual Report of Breede Valley Municipality for 2008 / 2009 and 
resolves that it be made public in accordance with Section 129 (3) of the Municipal Fi- 
nance Management Act, 56 of 2003 and be submitted to the Provincial Legislature in 
accordance with Section 132 (2) of the Municipal Finance Management Act, 56 of 2003; 
and 

« Council considers and accepts the Concluding Recommendations made by the Commit- 
tee for inclusion in the approved Oversight Report. 


OVERSIGHT REPORT 2008/2009 
Establishment and Context of Breede Valley Municipality (hereafter referred to as BVM) 


BVM was established in the year 2000 and accordingly categorised as a Category B mu- 
nicipality in terms of the Municipal Structures Act, Act 117 of 1998, Chapter 1 and Subsection 
3. In accordance with its constitutional mandate, BVM focuses on the provision of basic ser- 
vices to all residents within its area of jurisdiction including the following towns; Worcester, 
Rawsonville, De Doorns and Touws River. BVM stretches over an area of 2 995 km2, bordered 
by Witzenberg Local Municipality to the North West, Langeberg and Theewaterskloof Local 
Municipalities to the south and Drakenstein Local Municipality on the far western side. 

As recorded and documented during the Local Government Socio-Economic Profile 
(SEP-LG) 2006, BVM represents the second largest population in the Cape Winelands District 
and the third largest contributor to the District's economy. 

BVM is faced with tremendous developmental challenges which implicate both budget- 
ary and trade-off decisions. Urbanisation and immigration from rural agricultural settings 
continues to strain BVM’s ability to provide basic services and infra-structure in particular 
over the last 10 years. Since its establishment BVM has expanded by approximately 17 000 
households with the larger concentration of households centred in our ever-expanding 
informal settlement areas. BVM’s ability to deliver basic services between 1996 and 2001 
reduced drastically in respect of the following four basic service categories: water, energy, 
refuse removal and sanitation. A constant increase in demand for housing and BVM's inabil- 
ity to match such demand within a reasonable timeframe, presents a continuing potential 
threat to both growth and institutional stability. 

The individual requirements and challenges for BVM are now unpacked in terms of the 
KPA’s as articulated by the National Strategic Agenda for Local Government. 


Basic services and infra-structure 


The total requirement for infrastructure has been estimated at a cost of R1, 8 billion cov- 
ering bulk water, sanitation, electricity and roads amongst others and a full detailed report is 
included in the Annual Report. 

The Committee is particularly mindful of backlogs in every service delivery area. This 
is compounded by urbanisation and immigration and further stressed by serious financial 
resource constraints. Amidst an ever increasing housing backlog, infrastructure upgrade 
for bulk services is in progress to meet existing housing, industrial and other development 
needs to support economic stimulation. With this infrastructure upgrade structured over a 
3-year period it becomes imperative to communicate the institutional challenges being ex- 
perienced by BVM with the broader community of Breede Valley. 


Local Economic Development (LED) 


BVM's committed financial resources inhibit its ability to enhance local economic de- 
velopment interventions and the pursuit of a broadened economic base. The Committee 
acknowledges Council's adoption of the Local Economic Development (LED) strategy and 
is mindful of administration constraints which currently hamper innovation for LED stimula- 
tion. 

Capacity constraints within the LED section are in the process of being addressed via 
the human resources strategy. Both provincial and national government departments have 
been approached to assist in strengthening BVM’s LED approach with programmes, or via 
the establishment of an agency to deal with economic development in collaboration with 
relevant and role-playing sectors. 

For local economic development to thrive, the primary role of BVM remains the creation 
of an enabling economic environment. 


Financial Viability and Sustainability 


A full report regarding BVM’s liquidity, outstanding debts, and financial ratios is included 
in the annual report which best explains the critical lack of financial resources given BVM’s 
extensive obligations. 

The Committee acknowledges the organisation's 95% debt collection rate achievement, 
currently far exceeding the norm of 80% collection rate (as currently achieved by other local 
municipalities) and encourages the maintenance of this benchmark. The Committee further 
emphasised that the developed action plans, as compiled in different revenue workshops 
by the Financial Services Directorate must be implemented and sustained in order to further 
enhance debt collection. The Committee notes that the strict implementation of the Credit 
Control policy lead to improved debt recovery results and emphasised that sustained perfor- 
mance was necessary for continued improvement. 

The Committee also encourages efforts by the administration for the next financial year 
to improve budgetary control and expenditure management. 

The Committee recommends continuous communication by Financial Services of its 
intent to vigilantly implement Council's debt recovery policy with all stakeholders with 
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whom/which the institution conducts business. The positive actions of Financial Services 
in the area of credit control are commended. The global recession which moved BVM to 
follow examples set by other differing institutions in being more lenient, where genuinely 
deserved, but still applying the policy stringently, is noted. The elimination of legal interven- 
tion for debt recovery lessens financial strain on BVM’s local revenue base. The continuous 
communication and education of residents must be maintained to develop and broaden a 
healthy revenue base. 

The Committee appreciates and notes cost saving initiatives, which put affordability be- 
fore personal preferences, in all areas of Subsistence and Travel. 

The Ministry for Cooperative Governance and Traditional Affairs (COGTA) recently intro- 
duced the Turn- around Strategy (TAS) to enhance service delivery in Municipalities across 
the country. This will be articulated by BVM in the area of financial management and credit 
control with particular emphasis on debt recovery to the amount of R40m which remains 
outstanding. To improve BVM's cash reserves and cash flow, greater consideration and per- 
spective needs to be applied in respect of soending public money and applying public re- 
sources so that better value is provided for services rendered. 


Good Governance and Institutional Transformation 


The development of systems and policies to support good governance should become 
an area of focus for senior management in the administration to stimulate effectiveness and 
efficiency. The face of the administration represents the institutional approach to service de- 
livery; hence the focus should be on systems that ensure good and proper use of municipal 
resources and a more responsible and responsive administration. 

The transformation of BVM must be directed towards delivering more effectively and 
efficiently in relation to the past. Regular reporting and feedback to the public in general or 
in response to specific enquiries should become the norm of the administration. 

Council's Risk Assessment Process is three years old and needs to be reviewed. The Mu- 
nicipal Manager confirmed that the review process will begin in May 2010. The Committee 
recommends that the Oversight Committee be included in the review process and future 
monitoring. 


Human Resources 


The current cost implication for personnel in the rendering of services locally is signifi- 
cantly higher than most other municipalities due to an inherited salary and wage structure 
which will only be eradicated over time. An integrated Performance Management System 
(PMS) to measure both success and weakness accordingly in order to apply corrective mea- 
sures is being implemented for BVM. The installation of a working PMS system, tested in 
municipalities across the Western Cape will enhance the ability to work smarter rather than 
harder. The Committee was encouraged to hear that with the new system comes reward, and 
simultaneously realises that this reward also has a cost implication. The principle of only fill- 
ing vacancies in areas where genuine need exists to increase productivity and capacity was 
reiterated and unanimously endorsed. 


The Committee listed the following concerns for managerial attention: 

* access control requires management intervention as the movement of staff is not prop- 
erly controlled; 

« — the more than 500 vacancies on our current staff establishment; 

* saving costs must become part of the professional character of each employee, e.g. 
cutting unnecessary print on glossy paper, focusing more on the content of documents 
than the appearance thereof; 

¢« the BVM telephone/communication system requires stricter support and control; 

¢« cost implication for vehicle maintenance is also extremely high based on the average 
fleet age and lack of discipline by vehicle users. The management of the vehicle track- 
ing unit system must be complimented by other systems to support good vehicle/fleet 
management, as this will prolong the life-span of vehicles; and 

¢ security at all municipal buildings remains a concern which requires immediate man- 
agement intervention. Offices and all other municipal facilities need to be properly safe- 
guarded to protect municipal assets at all times. 


The Committee acknowledges the leadership and management challenges/problems 
experienced mainly at operational levels across the institution. Directors are encouraged to 
take the lead and be more firm in ensuring that all policies, systems and processes for which 
they are responsible are clearly understood by all and implemented across the board. 

The Committee suggests that policy in respect of the differently abled community, of 
which the visually and hearing impaired have long been part of Worcester’s history, be re- 
viewed and that all aspects of persons with disabilities be taken into account. 


Functioning of Council, MayCo and Portfolio Committees 


Clearly the current system of governance has to be reviewed. It is evident at every Coun- 
cil meeting that councillors that are not part of the governing coalition feel totally removed 
from the governance of BVM. 

This may very well be a constitutional problem since the said councillors cannot perform 
the functions they were elected to perform. 

It is therefore recommended that the committee meeting system adopted by Council 
on 30 January 2008 (Council resolution C8/2008) be fully implemented to ensure that the 
concept of “portfolio committees” (as contemplated by the Municipal Systems Act and Struc- 
tures Act) becomes effective thereby affording all councillors the opportunity to participate 
in the governance of BVM and enabling them to fulfil their functions more efficiently. 


Deployment of CDW’s and the functioning of Ward Committees 


The relationship and management of the CDW programme continues to present a chal- 
lenge given the primary employment relationship vesting with the Provincial Government 
of the Western Cape. BVM is currently in discussions with PGWC to conclude on the future of 
the CDW program in BVM's area of jurisdiction, in particular, complete administrative control 
over the program. The signing of a MOU with PGWC has been undersigned with an adden- 
dum (focusing on administrative control of personnel) included by BVM. 
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By the same token BVM also needs to acknowledge that the system of ward committees 
requires full implementation of the policy and systemic support to stimulate optimal com- 
munity participation in the affairs of BVM. The ward committee policy requires review given 
legislative amendments as recent as 2009. More discussion is required in the area of the 
accountability framework in terms of elections/appointment; credentials and how the work 
and participation is coordinated. 


Public Participation 


Whilst major in-roads have been made with BVM’s public participation model; again 
more can be done to improve this. A major question for instance is: why have meetings of 
Council at Nekkies, yet at the same time the communities are expected to participate. Unless 
Council adopts a transport system for communities to attend meetings, in the interim, all 
meetings should be held in the Town Hall or venues closer to the communities. 

The Committee recommends that long term planning to utilise open spaces between 
the existing municipal offices and the Town Hall to create bigger and better facilities be initi- 
ated. 

The rotation of council meetings across the Breede Valley should be investigated to al- 
low for broader participation in the affairs of council. 

More innovative forms of public participation should also be initiated and the adminis- 
tration should provide different models for consideration. 


CONCLUDING RECOMMENDATION 


The Committee concluded its deliberations based on the mandate provided to it by 
Council, specific to the Annual Report and Auditor General’s Report. 

The Committee notes the comment included in the report titled “Comments of Manage- 
ment and the Audit Committee on the Report of the Auditor General” included in the An- 
nual Report and more specifically the recurring matters as well as the non-compliance issues 
raised therein. The Committee is of the opinion that management should resolve the matters 
so raised by the Auditor General. 

Concerns have been listed and particular recommendations were made to the adminis- 
tration to enhance more effective control of all municipal resources. 

In order to monitor whether the concerns have been addressed and the recommenda- 
tions have been implemented, the Committee recommends that the Oversight Committee 
continues to meet as an ad-hoc committee of Council. 


FINANCE 


oa ‘ftuall Re epert 200851 por : 


Po nhs? 


FINANCE 


je Valley Municipality 


Firercial . | Steerer Ber Pees jedi eth } heres eb 


Breede Valley Municipality 
Pinenwolel Mipsis Tor 2 fie mm Sk oie SEO eo The selec 


CGenewral information 


fog Pere ee eed ar 
BSA eee Ses ers Pb 


Rnb pb BAA) 


roche 


Wo en eee Pal a pacer O. ane 
dd ieee fee ee 
OP... Pel Pe a. - : 
1 Plone nein Par 
iL. Diaries 
A, Claas a ' 7 
ag : Atte peg Coes Fleeprwhdlsies and Appeal 
Wiel 
Greer of Rode ere ati Ceeemiem Hep of et darter (eral 10 
Pam ere 7 oe 
fussy Ppa i. Phe 
SReptetered officer Cavic tiaxere Siaterreet of Firucial Penile 12 
SE Maas Phir ht 
tag era a aa De 
apm hte of Fraeeiand Pari erga 17 
De a me A a ee ae rk ee 
2G Bering Gare Catervemnd oe Chiba ot Beye Anat 17 
era ili 
Sy oar er 
CePies Lag 
Agtounmeng Pipliciag 18 
iieeliiaieniali! AT ae hore 
ed hoe Ao he ea agg oe Bee biter. it fae Funcol Surkerter ha 24° I 
— 
Aprende A Sebtdue ol Exherad lone Ti 
Apperdia B: Anaysa of operty, Plan and Eguament 48... 
Ageendor D: Segnentel Sisters! of Financed Perforce 52 
Appesdor 6 [1) Actoal werd Badget Flere ened Eqpenditae) 93 
Acpecdo: CGP. Aches! eis Thedkpel [aQueton of Property, Mien and Equiptant, eh! 
Agspartador Fo Giietritical be forma 92 
Aoperifie G Descloture cf Grats ared Saubedcbes im berrren of thee FLA, 96. Li 
se 


Aosta Ho Suge Chg biernaerrasnl Seardoeuce et herrea ot Bh BEF GLA, 


FINANCE 


Breede Valley Municipality 


Fine! So ieerreesis. foe Fee pee ead Jor SO 


Accounting Officer's Responsibilities and Approval 


Toa aconeniing climcer wa sequen by Bho Mursceal Fate Wane A (A) 55 of 0). Wo cei ace 
pooqundny rocoda Gael a opeecceeeife fer the coed! af eee Of he Gretiel giver, ere peleied Pee 
Inisrraen mckedeed i Sek cepa 1 be ee sea peeidiey cd ee eee] OPRe f ree cot fhe Priarcal alee eres 
tad pereond che eae of aftaed of tee motel bk ae ee end of oe Faced ae aed ihe opaale of te oper oats bed 
Cie Goss ior fhe pee en ended. Ihe ovierral suddors ace ceuponsible fer repeating of the ier prruerinicn of ie 
ey a 


hee Bnet plated. howe bee peepee in aor eth See oe of eerily Pepe Ae] Practices 
(OAAPS, aud by ihe Accouniing Stendargs flee in occordance wih Gecten 1272 [i]; of fhe Murenpal Pinon 
blanegessowd Act, Wicd hic Mi of 300! 


The frareial dae ace heed wor eee noon; police coccaloniiy apple? dh dadps ied Op peacoat 
ore SP packer ard eT Se 


Tht BSUS OAD oer mechani: tat bes bp Wiirreiety reppeuiig Age Chee ppd cel itera! Grier Cor) egiteed 
by ihe muniapaithy ane plac comedies impwiaeny on maindaining # giong ceria mrt. To cradle the 
mec, ed eS ee ee ee ee eT ey oe ete eee foe edie Comer orem) Gt fecha] 
the rik Gf eno of Grecia! sinemenis a coat eecies oeres, The gcieadands In) Ge prostd cael eal a 
eapertbes ehn @ gheaty dot! bares, efecihe eosin) Precodures oe] Sequel cagnegenn of due 
CAE begin kee of pick. These codes are monionsd Graeptcad [ha routeopaly ed epi ae epee 
lo Fru fhe beget ethical landers in enwcoy Pe meetin’ Gunite Hi coterie bs a eer that in af 
hrs Cause oe epee, (lou of i eget nn ee me ee, 
recep afd orden af ian fore. of ned morvee the morkopodlly. While opera frie Geet Be thy eerie, 
ho ume ens in mics @ by oceerning thal apompitia iniesicotn conte, tyler med etecal 
Defer an doped ort cence ein peeked perce ae) cota abt 


Ths ance Oper ig of Gio ceplarsn, Eerkesd ont fee ehkoerrbee ane) cdr geen fy meanegeenoed Eat She eypeiren 
af iene contro?! proves censoneiig meee Baal he Seerda! record’ mary be eee cn for fhe prepara of lhe 
ieee. He, er le oo ie Soci Coch! can pede ey cece, ed eT 
turf (pee ed et eed oe cence) Torker bh 


The GocGuneng of iper hae ree! fhe courcieaity’s Grek Gee terccas! Fe itt peer to due 210 eed, es oe 
hea (ere Ged the qu Gnonced powiet, he mo mained thal fee ferecpety feed Oe Fak Oe ek eee 
Onn i ne ed ere for tae intgekei Aten 


The franca! dateronts ane prmpaend on tho basis Bef the oclity G8 eed Sotcerd be Peal he) eepty Pa 
memes Gas bere mee fe mewn So lige cor can a! opts y She ech ol Whe reece 


The excel ayckian are reeponadils fe atoerdea beeen) ed eee] on the praieceiey' Eric eben 
Th eT Gore. repel fh Gai) cor guy 11. 


The geome? fo Gerbil Bad a le ee ee) Deere of eae ee res ie Cauca, ferry 
mad perenerts marie be Counciers ht dele a? off. rey, ae. Cui! i revit 20 od Gees aad Groin wlio 
ase vethir the upper Gmié: of the Aaereewtt errtadejed i Gecten 270 of the Coreen, reed yeh fi Denes of 
Puke Ofbow Bearer Ad ood feo Mestad of Pri! aed Loe Gone cheer ceca eth Eh Pact 


14 Sopris Flere 


REPORT OF THE AUDITOR-GENERAL TO THE WESTERN CAPE PRO- 
VINCIAL PARLIAMENT AND THE COUNCIL ON THE FINANCIAL STATE- 
MENTS AND PERFORMANCE INFORMATION OF THE BREEDE VALLEY 
MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2009 


REPORT ON THE FINANCIAL STATEMENTS 


Introduction 


1. 


| have audited the accompanying financial statements of the Breede Val- 
ley Municipality which comprise the statement of financial position as at 30 
June 2009, and the statement of financial performance, the statement of 
changes in net assets and the cash flow statement for the year then ended, 
and a summary of significant accounting policies and other explanatory 
notes as set out on pages 16 (Statement of Financial Position) to 51. 


The accounting officer’s responsibility for the financial statements 
2. 


The accounting officer is responsible for the preparation and fair presenta- 
tion of these financial statements in accordance with Standards of General- 
ly Recognised Accounting Practice (Standards of GRAP) and in the manner 
required by the Local Government: Municipal Finance Management Act, 
2003 (Act No. 56 of 2003) (MFMA) and, the Division of Revenue Act, 2008 
(Act No. 2 of 2008) (DORA) and for such internal control as the accounting 
officer determines is necessary to enable the preparation of financial state- 
ments that are free from material misstatement, whether due to fraud or 
error. 


The Auditor-General’s responsibility 
3: 


As required by section 188 of the Constitution of the Republic of South 
Africa, 1996 read with section 4 of the Public Audit Act, 2004 (Act No. 25 
of 2004) (PAA) and section 126(3)(a) of the MFMA, my responsibility is to 
express an opinion on these financial statements based on my audit. 

| conducted my audit in accordance with the International Standards on Au- 
diting read with General Notice 616 of 2008, issued in Government Gazette 
No. 31057 of 15 May 2008. Those standards require that | comply with 
ethical requirements and plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about 
the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditor’s judgement, including the assessment of 
the risks of material misstatement of the financial statements, whether due 
to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of 
the financial statements in order to design audit procedures that are ap- 
propriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. An audit also in- 
cludes evaluating the appropriateness of accounting policies used and the 
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reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 


6. Paragraph 11 et seq. of the Statement of Generally Recognised Accounting 
Practice, GRAP 1 Presentation of Financial Statements requires that finan- 
cial reporting by entities shall provide information on whether resources 
were obtained and used in accordance with the legally adopted budget. As 
the budget reporting standard is not effective for this financial year, | have 
determined that my audit of any disclosures made by the Breede Valley 
Municipality in this respect will be limited to reporting on non-compliance 
with this disclosure requirement. 


7. | believe that the audit evidence | have obtained is sufficient and appropri- 
ate to provide a basis for my audit opinion. 


Opinion 


8. In my opinion the financial statements present fairly, in all material respects, 
the financial position of the Breede Valley Municipality as at 30 June 2009 
and its financial performance and its cash flows for the year then ended, in 
accordance with the Standards of GRAP and in the manner required by the 
MFMA and DoRA. 


Emphasis of matter 
Without qualifying my opinion | draw attention to the following matters: 
Significant uncertainties 


9. With reference to note 40 to the financial statements, the municipality is 
the defendant in a number of lawsuits, two of which have been referred for 
arbitration. The ultimate outcome of the matters cannot currently be deter- 
mined and no provision for any liability that may result has been made in 
the financial statements. 


Material losses 


10. As disclosed in appendix F (unaudited) to the financial statements, water 
distribution losses of 30.64% (R14 879 668) were incurred during the 2008 
09 financial year. 


Irregular expenditure 


11. As disclosed in note 49 to the financial statements, irregular expenditure 
was incurred in the current year to the amount of R4 753 351 (2007-08: 
R3 054 501), as a result of deviations from the supply chain management 
regulations relating to a multi-year contract concluded in during 2006-07. 
The investigation of this irregularity is still ongoing. 


Restatement of corresponding figures 


12. As disclosed in notes 42 and 43 to the financial statements, the correspond- 
ing figures for the year ended 30 June 2008 have been restated as a result 
of errors discovered during the 2008-09 financial year in the financial state- 
ments of the Breede Valley Municipality at, and for the year ending, 30 June 
2008 and also as a result of the change in accounting policies arising from 
the implementation of Standards of GRAP. 


Other matters 


| draw attention to the following matters that relate to my responsibilities in the 
audit of the financial statements: 


Material inconsistencies in information included in the annual report 


13. | have not obtained the other information included in the annual report and 
have not been able to identify any material inconsistencies with the finan- 
cial statements. 


Unaudited supplementary schedules 


14. The supplementary information set out on pages 52 to 78 (appendices C 
to H) does not form part of the financial statements and is presented as ad- 
ditional information. | have not audited these schedules and accordingly | 
do not express an opinion thereon. 


Non-compliance with applicable legislation 


15. The following instances of non-compliance have been identified during the 
course of the audit: 


Municipal Finance Management Act (MFMA) 


¢ Supporting documentation to facilitate the proper management of 
grants-in-aid to organisations and bodies outside government did not 
meet the prescripts, as set out in section 67 of the MFMA. 


Supply Chain Management Regulations 


¢ Paragraph 6 of the Supply Chain Management Regulations requires 
the accounting officer to submit reports as to the progress and imple- 
mentation of supply chain management to the council and/or mayor, 
as well as making these reports public in terms of section 21A of the 
Municipal Systems Act, 2000. These reports could not be furnished for 
ahah purposes to confirm whether the above regulation was complied 
with. 
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rnance framework 


No. | Matter Y =N 
16. The governance principles that impact the auditor's opinion on the financial -The oe had an internal audit function in operation| m 
statements are related to the responsibilities and practices exercised by the throughout the financial year. 
a en une eee and are reflected in the key ¢The internal audit function operates in terms of an approved ia 
internal audit plan. 
Key governance responsibilities =The intemal auait function substantially fulfilled its respon: 7 
sibilities for the year, as set out in section of the 
17. The MFMA tasks the accounting officer with a number of responsibilities y (2) 
concerning financial and risk management and internal control. Fundamen- —=2 a : 
tal to achieving this is the implementation of key governance responsibili- | 8. | There are no significant deficiencies in the design and imple- o 
ties, which | have assessed as follows: mentation of internal control in respect of financial and risk 
management. 
No. | Matter YIN 9 There are no significant deficiencies in the design and imple- iz 
mentation of internal control in respect of compliance with 
Clear trail of supporting documentation that is easily available applicable laws and regulations. 
and provided in a timely manner : : : = 
—— a 10. | The information systems were appropriate to facilitate the) m 
ie No significant difficulties were experienced during the audit con- | = preparation of the financial statements. 
cerning delays or the availability of requested information. : 
11. | A risk assessment was conducted on a regular basis and LI 
Quality of financial statements and related management information a risk management strategy, which includes a fraud pre- 
2. The financial statements were not subject to any material amend- ol Su Als et ab and used as set out in section 
ments resulting from the audit. (1)(c)(i) of the 
3. The annual report was submitted for consideration prior to the | m= 12. | Delegations of responsibility are in place, as set out in sec-| m 
tabling of the auditor’s report. tion 79 of the MEMA, 
Timeliness of financial statements and management information Follow-up of audit findings 
4. |The annual financial statements were submitted for auditing as o 13. Ws ag year audit findings have been substantially ad- 7 
per the legislated deadlines section 126 of the MFMA. PeeeeU: 
Availability of key officials during audit 14. | SCOPA resolutions have been substantially implemented. be at 
— plicable 
= ~ ——e — oe meee Serge r = Issues relating to the reporting of performance information 
Eee ECUGRA GEHRELS 15. | The information systems were appropriate to facilitate the a 
internal contro BG de vemance-piscuces preparation of a performance report that is accurate and 
6. | Audit committee complete. 
¢The municipality had an audit committee in operation through- | = 16. | Adequate control processes and procedures are designed a 
out the financial year. and implemented to ensure the accuracy and completeness 
; of reported performance information. 
eThe audit committee operates in accordance with approved, U 
written terms of reference. le oe eh was Phe taleas and eee Oe anes BI 
: ; ; ; ae cial year under review for purposes of monitoring the perfor- 
ae audit SN Ne us tS el for ul mance in relation to the budget and delivery by the Breede 
€ year, as set out in section 166(2) of the Valley Municipality against its mandate, predetermined ob- 
7: Internal audit ae outputs, indicators and targets section 68 of the 
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19: 


20. 


21. 


ZZ; 


29: 


¢ Ongoing monitoring by the finance department is not effective to assess 
the effectiveness of internal control over financial reporting. 


¢ Management did not adequately identify risks relevant to accurate and 
complete financial reporting and actions were not taken to address such 
risks. These risks should be identified by way of a formal risk assess- 
ment process relating to the achievement of financial reporting objec- 
tives and/or by implementing a formal and regularly monitored financial 
ene improvement plan, which includes actions to address not 
only the material findings arising from the prior year’s external audit, 
but also the control and compliance deficiencies identified in that audit. 
The risk assessment process should inform the agendas of the audit 
committee and internal audit unit, which are essential elements in the 
review of the design and implementation of sound internal controls to 
achieve good governance and accountability over financial reporting. 


The next few years will pose greater challenges for the municipality with the 
implementation of additional, approved Standards of GRAP. In order to deal 
with the prevalence of material misstatements in financial statements that 
have to be corrected during the audit, the municipality needs to: 


¢ develop a shaban to improve financial management controls relating 
to compliance with accounting standards and reconciliation and main- 
tenance of underlying accounting records, in order to produce accurate 
and complete financial statements 


* produce monthly financial accounts for review by management 


¢ subject the financial statements to a quality review before they are sub- 
mitted for auditing, while the internal audit unit and audit committee can 
assist with evaluating the adequacy of the design and implementation 
of controls around the preparation of the financial statements. 


The finance open needs to improve its planning to ensure that the 
legislative deadline for the submission of financial statements for audit pur- 
poses Is achieved. 


The audit committee and internal audit unit, which are essential elements 
in the review of the design and implementation of sound internal controls to 
achieve good governance and accountability over financial reporting, need 
to be strengthened through support from the leadership of the municipality 
to fulfill their responsibilities in accordance with the MFMA. 


Actions implemented a management to address the BLP hovel audit find- 
ings during the 2008-09 financial year proved to be less effective than an- 
ticipated, as a number of those findings recurred. 


The completion of the development and implementation of a _ per- 
formance management system that facilitates the preparation of 
a performance report that is accurate and complete and avail- 
able for internal and external review in a timely manner, requires 
urgent attention from the accounting officer with the support of 


internal audit and the audit committee to ensure compliance with section 
40 of the Local Government: Municipal Systems Act, 2000 (Act No. 32 of 
2000) (MSA). 
REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
Report on performance information 
24. | have reviewed the performance information as set out on pages 88 to 201. 
The accounting officer’s responsibility for the performance information 
25. In terms of section 121 (3)(c) of the MFMA, the annual report of a municipal- 
ity must include the annual performance report of the municipality, prepared 


by the Wee eo in terms of section 46 of the Local Government: 
pal Systems Act, 2000 (Act No. 32 of 2000) (MSA). 


unici- 


The Auditor-General’s responsibility 

26. | conducted my engagement in accordance with section 13 of the PAA read 
with General Notice 616 of 2008, issued in Government Gazette No. 31057 
of 15 May 2008 and section 45 of the MSA. 


2/.\In terms of the foregoing my engagement included performing procedures 
of a review nature to obtain sufficient appropriate evidence about the per- 
formance information and related systems, processes and procedures. The 
procedures selected depend on the auditor's judgement. 


28. | believe that the evidence | have obtained is sufficient and appropriate to 
provide a basis for the findings reported below. 


Findings on performance information 
Non-compliance with regulatory requirements 


29. The accounting officer did not ensure that the Breede Valley Municipal- 
ity has and maintains and effective, efficient and transparent system and 
internal controls regarding performance management, which describe and 
represent how the municipality's processes of performance planning, man- 
agement, measurement, review and reporting will be conducted, organised 
and managed, as required in terms of section 40 of the MSA. 


30. The Breede Valley Municipality did not appoint a performance audit com- 
mittee, nor was another audit committee utilised as the performance audit 
committee, as required by regulation eS of the Municipal Planning and 
Performance Management Regulations, 2001. 


31. The Breede Valley Municipality did not develop and implement mechanisms, 
systems and processes for auditing of the eee eae performance mea- 
ane and whether the system complied with the requirements 
of the 
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No reporting of performance Information 


a2. The anoual perfowmance repavt of th mucicipality, 2s mequired by section 121(3)(¢) 
of tha MFMA, was not prepared by the municipality in tems of section 46 of the 
MSA. 
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